HaykoBuii BicHuk Moniccs Ne 4 (8), 4. 1, 2016 Scientific bulletin of Polissia Ne 4 (8), p. 1, 2016

EKOHOMIKA TA YTIPABJIIHHA HALIOHAJIBHUM FrOCIIO4APCTBOM

UDC 339.9:620.92

0. O. Krasnorutskyy, Doctor of Economic Sciences, Professor,
S. 0. Zaika, Candidate of Economic Science, Associate Professor

ECONOMIC SPHERES OF THE GLOBAL BIOFUELS MARKET

Abstract. This article deals with the features of formation and prospects of the global biofuels mar-
ket in the present conditions of deepening world economic problems. It was established that the po-
tential for renewable energy is necessary to provide gradual policy for energy efficiency and renewa-
ble energy that will create a more favorable investment climate in the industry and thus will contribute
to its intensive development.
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EKOHOMIYHI NNOLWWHUN PO3BUTKY CBITOBOIO PUHKY BIOMAINUBA

AHomauiss. B cmammi po3anisgHymo ocobnueocmi ¢bopmMyeaHHs ma nepcrnekmueu po3sumky cei-
moeo20 puHKy bionasnuea 8 cyyacHUx ymoeax roanubneHHs1 npobrem ceimogoi ekoHoMIKU. BcmaHoe-
JIeHO, wo 051 peanizauii nomeHujany 8i0HO8/108aHOI eHep2emMUKU 8 oe8HIl Mipi HeobxidHa rnocsidos-
Ha rionimuka 6 2asy3i eHepa03bepexeHHs ma 8UKOpUCMaHHS MOHOB8II08aHUX Oxepersl eHepeil, ska
do3sonumb cmeopumu binbw cnpusmaueull iHeecmuuitHul Kiiimam 6 2ary3si i, makum YUHOM, Crpu-
amume ii iIHMmeHCUBHOMY PO38UMKY.

Knroyoei cnoesa: ceimosull puHok 6ionanuea; 8iOHo8w8aHa eHepaemuka; eHepeemuyHa beare-
Ka; bioeHepzaemuka.
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OKOHOMUYECKHUE NIOCKOCTU PA3BUTUA MUPOBOIO PbIHKA BUOTONMIIUBA

AHHOmMauyus. B cmambe paccmMompeHbl 0co6eHHOCMU ¢hopMUPOB8aHUS U Nepcrekmushbl pa3eu-
musi MUPOBO20 pbiHKa bUOMONNIUBa 8 COBPEMEHHbLIX yCrio8usiX yerybneHus npobrem Muposoll 3Ko-
HOMUKU. YcmaHoeneHo, 4mo 0Ors peanusayuu rnomeHuyuana 80306HoensieMoll 3Hep2emuKu 8 rosHol
Mepe Heobxoduma rocriedogamernbHasl noaumuka e obnacmu sHep20cbepexeHus U UCroMb308aHUSs
80306HOB/ISIEMbIX LUCIMOYHUKO8 3Hepauu, Ymo rno3eonum co3dames 6ornee 6nazonpusmHbili UHeecmu-
UUOHHBIU KnuMam e ompacsu U, makum obpasom, criocobcmeosams ee UHMEeHCUBHOMY passumulo.

Knroyeenie csioea: mMuposoli pbiHOK buomornuea; 80306HoesieMasi IHepaemuka; aHepaemu4ye-
ckasi besonacHocme; bUOIHepaemuka.

Urgency of the research. The problems of energy efficiency, the introduction of energy-saving
technologies and the search for renewable energy sources are of increased attention of the interna-
tional scientific community. Renewable energy in the world is growing rapidly, on the one hand, due to
the limited geological reserves of the main types of fuel resources - oil and gas, leading to an inevita-
ble increase in their prices, and on the other hand - with increasing negative impact of environmental
factors effects caused by human activities. Thus, the growing needs of the world in fuel, electric and
heat energy, along with ensuring environmental safety, necessitate the development of renewable en-
ergy.

Target setting. Biofuels hold a special place in the structure of renewable energy, because they
are an important resource for diversification of energy sources and energy security. In this regard, the
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beginning of the XXI century was a period of active formation and development of the biofuels market,
which is laid in the future energy system model of the world. However, the formation of modern trends
in the global biofuels market is accompanied by a number of conflicts, and economic, environmental
and social effects of the introduction of biofuels are the subject of scientific debate. These factors can
be a significant impediment to the development of the biofuels market and, therefore, require a more
detailed study of all aspects of the impact of biofuels production, as on the economy of individual
countries as on the world in general.

Actual scientific researches and issues analysis. In recent years, under the influence of the
growing integration in the field of renewable energy there are different aspects of problems of biomass
as an energy source which have been the subject of a number of scientific researches. Thus, the fo-
cus of the Ukrainian and foreign economic literature is set on technical and ecological problems of
technological development, production and use of biofuels, the global assessment of the potential of
bioenergy, biofuels market analysis of individual countries.

Uninvestigated parts of general matters defining. Today a lot of material on the formation and
characteristics of the world biofuels market remains unexplored. Therefore, the lack of scientific de-
gree of the formation and development of the global biofuels market problem as well as the practical
importance of studying these issues for Ukrainian economy made the authors interested in this topic.

The research objective. The article aims to study the characteristics of the formation and devel-
opment prospects of the global biofuels market in the present conditions of deepening global problems
of the world economy.

The statement of basic materials. Currently, the demand for biofuels outnumbers the supply
greatly, which is the most effective market incentive for the industry, despite the food component of
bioenergy issues.

The basis of the continued growth of the complex demand for biofuels includes mainly such factors
as the population growth, continuous increase in the world energy needs, both in electricity and in the
transport sector, limitations and exhaustion of traditional energy sources and their high prices. In this
situation, the energy saving is seen as a source of traditional energy resources by replacing them in
the overall balance of consumers, local energy supply facilities and consumers in remote and inacces-
sible areas outside the networks of centralized power and the competitive replacement of conventional
sources in some sectors.

Exploring the dynamics of the global biofuels market, it can be noted that consumption and trade of
biofuels were mainly local in nature before the period of sharp price increases for energy production,
but now it is the global turnover of the product. The main reasons for increasing in biofuels production
turnover are increasing import needs in a number of industrialized countries, mainly the USA and EU,
which are most actively implementing ecological and environmental policies tasks to reduce green-
house gas emissions, but do not have a sufficient number of bioresources for production in the coun-
try. Rapid bioenergy development within state programs for biofuels use has transformed these coun-
tries on the one hand, into the catalysts of trade, and on the other - into one of the largest consumers
in the market.

The sustainable growing consumer demand in this group of countries due to the large range of di-
versification of biofuels production has an important influence on the dynamics of the world trade in
biofuels as a result of the rapid penetration of scientific and technological progress in woodworking
and biochemical industries. In this regard, the main feature of the geographical structure of the world
trade in biofuels is the dominant part of the industrialized countries, many of which come both export-
ers and importers.

The competitive position of industrialized countries to export biofuels depend directly on significant
capital investments in the development of renewable energy in both public and private companies and
the active use of science and technology to use products of the agricultural sector in the production of
biofuels. This feature determines the marketed structure of trade in developed countries, where the
most important one is deeply processed biofuels technology including the special role of bioethanol
and biodiesel.

Developing countries traditionally export raw biomasses which is an important source of foreign ex-
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change supply for their economies. However, the export potential of this group of countries has in-
creased significantly in recent years especially the newly industrialized economies of the world supply
of liquid biofuels. The relative excess of cheap labor and the presence of rich natural resources along
with favorable climatic conditions for biomass production are the basis of the current competitiveness
of most countries of this group.

Brazil, China, India, Thailand, Philippines, Malaysia, and several countries in Africa to south of the
Sahara should be noted as the major exporters. However, the analysis of the international trade in
biofuels shows that the overwhelming share of imports in the current development of the market rests
crucially not on the competitive, technical and economic benefits of the goods, but on the diverse state
support [1].

The weakest competitive side of the modern technical bioenergy is production costs because of still
imperfect technology conversion of biomass, resulting in cost and efficiency of biofuels production with
modern technologies, largely depend on the high cost of raw materials, which takes 50 to 80% of the
total cost of the final product for certain types. In this regard, the factors of biofuels feedstock supply
are determined by the choice and availability of land resources in the production of liquid biofuels, as
well as the availability of organic and wood waste in the manufacture of wood energy - which creates a
number of problems and bottlenecks in the further development of biological resources. Bioresources
in their current form are often effective only for local, decentralized energy supply and are rarely con-
nected to networks. At the same time, despite the fact that biofuels in general remain more expensive
than traditional energy sources, they now appear competitive in some sectors of application by reduc-
ing if not the specific energy consumption but its cost (compared with traditional sources). For exam-
ple, liquid biofuels produced from crops of sugar tropics (for instance, Brazil) are competitive com-
pared to traditional energy sources, which are characterized by high yield per hectare.

The development of biofuels market in most cases is largely determined by a wide range of instru-
ments of state support and market stimulation, especially at the national level. Currently, the state
support takes the form of programs of development of biofuels, creating stimulating economic mecha-
nism and application of administrative measures for their implementation in the energy sector.

Almost all developed countries and some developing countries use advanced applications of bio-
energy, which provide preferential rules for calculating tariffs for the connection of renewable energy
sources to the grid, tax incentives and benefits to consumers and producers of "green” electricity re-
serving bioenergy cultures areas and land, invention and rationalization support and reduction of ad-
ministrative barriers. Successful programs crucially depend on the fact that they are based on a de-
tailed economic mechanism, which provides, in turn, budget financing, economic incentives and ad-
ministrative measures for bioenergy. In the budget sector the government typically takes the cost of
invention and rationalization, especially of fundamental research. What about tax and other incentives,
reducing excise duties is practiced as well as reduced rates or exemptions for biofuels producers;
preferential rates for indirect taxes on the sale of vehicles that run on a mix of traditional motor fuels
with biofuels or completely release them from the tax; income tax benefits of conservation programs
and other private enterprises. Administrative measures play an important role in the promotion of bio-
energy providing for standardization and certification of biofuels standards and quotas for biomass
use, energy audit, etc.

The experience of foreign countries shows that the most effective at the national level is a compre-
hensive approach to regulation that combines administrative and economic instruments aimed to sup-
port a guaranteed demand for biofuel products and to stimulate innovation. Almost all countries con-
sider such measures of state regulation as the establishment of mandatory rules on the mixing of lig-
uid biofuels, government procurement, and development of biofuel infrastructure as an important pre-
requisite for the successful development and use of biofuels.

An effective trade development and adoption of unified international standards of product quality
play a significant role in the development of biofuels. The market effect of government regulation ap-
pears in smoothing price fluctuations and stabilizing supply and demand, which directly affects the
competitiveness of biofuel production.

However, most economic instruments of state regulation that directly affect the profitability and
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competitiveness of biofuels, are often too expensive, considering the still relatively limited role of bio-
fuels in global energy supply, and do not contribute to the development of effective international pro-
duction structure for biofuels.

The changes taking place in the dynamics and structure of supply and demand for biofuels find
their expression in the prices. An important influence on the prices of biofuel production is the average
cost per unit of output and its dynamics, which largely depend on the technology of cultivation of agri-
cultural raw materials, yields culture, regional climatic, financial and economic conditions.

The state monetary and financial system has effect significantly on the actual movement of prices
of biofuels: fluctuations in market rates of key currencies (dollar and euro). Prices for biofuel produc-
tion are determined by the ratio of the above factors as well as technological changes and long-term
price tendencies for traditional energy. And the state regulation is particularly important in the for-
mation of prices for energy [2].

Thus, the features of the global biofuels market in the medium and long term are largely deter-
mined by its position in the global energy and food systems. On the one hand, the process of biofuel
production depends on the influence of specific food cycles in the commodity sector and a set of cli-
matic factors shaping the specific market tendencies. On the other hand, one of the most important
factors underlying the demand for biofuels is a continuous increase in the world energy needs, result-
ing in the general economic tendencies in the biofuel market formed under the influence of factors that
form the situation of energy markets. The interaction of these factors comes through market mecha-
nisms discrepancy in multiple excess of demand over supply, in disproportionate energy needs of the
planet. In these circumstances there is a clear need for objective optimization of the global biofuels
market. This possibility of progressive movement in this direction can be achieved largely through the
increased efficiency of resources used for biofuel production through the development of the scientific-
technological progress [3].

In our opinion, the problem of determining the prospects of the global biofuels market is the need to
take into account a complex set of interrelated factors that affect the state of bioenergy development
potential and trade in biofuels industries. However, the main limiting factor is nhot so much the limited
resources as the marginal cost of biofuels production and the possibility of more cost-effective ways to
reduce greenhouse gas emissions, including a system of carbon capture and storage, alternative
forms of renewable energy and energy efficiency and energy savings in manufacturing.

In this situation, in our opinion, the possibility of sustained development of the global biofuels mar-
ket can be achieved only through fundamental changes in the industry which are determined by the
characteristics of scientific and technical progress. The scientific-technological progress effect on the
world market in bioenergy sectors will be carried out mainly by supply factors through the development
of second generation technologies that provide a broader scope and diversity of feedstock for biofuel
production compared to commonly used today first-generation technologies. Thus the main predicted
direction of technological progress in the field is biofuel production conversion on non-food raw mate-
rials and expansion of waste that are recycled.

The undisputed leader in second-generation biofuels production technology is the USA, which
makes it dominant in the market position [4].

In Ukraine, agriculture can be an important element in shaping biofuel market by creating new
chains of production for renewable energy. The most effective model of the chain seems agro cluster,
which involves the formation of a single complex, including livestock farms, crop farms and processing
plants biowaste into electricity, heat and organic fertilizers. To realize the potential of renewable ener-
gy in our country it is necessary to provide the consistent state policy on energy efficiency and renew-
able energy that will create a more favorable investment climate in the industry and thus will contribute
to its intensive development [5].

Conclusions. Despite the dynamic development of the biofuels industry and the steady growth of
demand for renewable energy, biofuels are not able to resolve the full energy shortage in the world
yet.

One of the factors hindering the large-scale development of bioenergy is a rather high cost of most
biofuels compared to traditional energy. However, the price competitiveness of biofuels varies consid-
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erably, depending on the type of the product, raw materials, the location of production and profitability
may change as the world commodity markets change and as a result of technological advances in the
same industry.

The direct impact on the competitiveness of biofuels in the markets of some countries has a policy
to promote biofuels at the national level while providing financial support and conducting appropriate
tax policy.

Despite the fact that liquid biofuels provide only a small share of global energy needs, however,
they have a significant impact on global agriculture and agricultural markets due to the use of land re-
sources and raw materials for their production. In the long term, increased demand and rising prices
for agricultural products could create opportunities for the development of agriculture and rural areas.

To realize the potential of renewable energy it is necessary to provide gradual policy for energy ef-
ficiency and renewable energy, which will create a more favorable investment climate in the industry
and thus will contribute to its intensive development.
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